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Assignment

U We have been asked by Airlinesfor Amer i ca (O0A4A0) t
Independent economic assessment of the current state of airline
iIndustry competition and consumer choice for U.S. air travelers.

U Our analysis relies on a variety of publicly available data and
iInformation sources, including:

A Dat a f arious U.S. De
i ncl udi he Origin & De

rom v
Il ng t
Performance and T-100 databases.

partment of Tr
stinalimeon Sur v
OAG schedule data.

SECfilings, news releases and other publicly available airline industry
information sources.

A Published academic research.



Summary of Findings

An analysis using established criteria for assessing airline industry
competition demonstrates that there is robust competition in the U.S.
airline industry. In particular:*

U  U.S. consumers currently enjoy a wide array of choices among competing
airlines and products.

U The o0Southwest Effecto is alive and we
growing carriers that substantially lower fares in the markets in which they
compete.

U  Robust competition spurred by both the continued growth of lower cost
carriers and the expansion by all carr
fare levels among the lowest in U.S. aviation history.

U  Following external shocks that severely impeded the economics of serving
small communities, service at small airports has been growing.

U  Improved financial health has enabled U.S. carriers to invest heavily in their
products and services, create thousands of well -paying airline jobs, and
substantially increase compensation levels for airline employees.

u The U.S. airline industryds operationa
satisfaction levels are at all -time highs.

*The opinions expressed in this presentation reflect the views of the authors and do not necessarily reflect the views of Com pass Lexeconor its
other experts. This study was commissioned by Airlines for America. 3



1. U.S Consumers Currently Enjoy an Abundance of
Choices for Air Travel at Some of the Lowest
Prices in History



Overall, the Average Number of Competitive Choices for Air Travel Has
Increased Over the Past Two Decades

u The average number of competitors per Average Number of Competitors on U.S. Domestic _City -Pairs
city -pair has increased consistently for 40
almost two decades.
A For example, between Dallas and New York, a 35 33

market with close to 3,000 passengersper day
eachway( oppd@dew the number of
competitors increased from two to five

including the addition of two low cost carriers.
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A Similarly, between Austin and Los Angeles (over
800 ppdew), the number of competitors
increased from three to five (including two low
cost carriers one of which is new).

=
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u Simply put, the lack of entry barriers has
made it easy for all carriersT including low
cost and ultra low cost carriersi to continue
entering and expanding into more city -
pairs.
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Sources: U.S. DOT DB1B Database.

Notes: A carrier is defined as a competitor on a city -pair if it has at least 5% of O&D passengers. Average number of competito rs is weighted across city -pairs by
passengers. Airports in the following metropolitan areas are grouped: Chicago (ORD, MDW), Cincinnati (CVG, DAY), Cleveland (CLE, CAK), Dallas (DFW, DAL), Houston
(HOU, IAH), Los Angeles Basin (LAX, BUR, LGB), Miami (MIA, FLL), New York (LGA, JFK, EWR), San Francisco/Bay Area (SFO, OM¥gshington DC/Baltimore (DCA, IAD,
BWI), and Tampa (TPA, PIE).



The Number of Competitive Choices per City -Pair Remains
Robust AcrossCities of All Sizes

Average Number of Competitors on City -Pairs from

U  Overall and at large cities, there has been Different Sized Cities
an increase in the average number of 4.0
competitors per city -pair since 2007. 35 >0
) _ _ 35 33344, 3.4 35 34
u There was a slight decrease in the number 3.2
of competitors per city -pair from medium » 3.0
and small cities, but the average city -pair %
to/from small cities still has close to two £ 25
competitors while medium cities average § 19
over three competitors. ; 2.0 1.8 ' 1.8
Q0
u The worsening economics of 50-seat (and § 1.5
smaller) regional jets and sharp declines in S
short-haul travel due to the post -9/11 < 1.0
Ohassl e factorm@mimdryave bee
causes ofthe decrease in service at smaller 02
cities. 0.0
2000 2007 2016

B Total mLarge OMedium @Small/NonHub

Sources: U.S. DOT DB1B Database; TI0FAA (https://www.faa.gov/airports/planning_capacity/passenger_allcargo_stats/categories /).

Notes: Bars show average number of competitors per city -pair where one end of each city -pair includes cities in that size catego ry (based on 2007 enplanements). A carrier is defined as a
competitor on a city -pair if it has at least 5% of O&D passengers. Average number of competitors at each city is computed as the passengerweighted average of competitors on all city -pairs
from that city. Average number of competitors for each city size is calculated as the simple average across cities in a size  category. City categories are based on 2007 enplanements with:
Large Cities greater than 1% of U.S. enplanements, Medium Cities greater 0.25% of U.S. enplanements, Small/ Nonhubless than 0.25% of U.S. enplanements and more than 10,000 annual
enplanements. Size cutoffs based on FAA airport size definitions. The following airports are grouped into cities: Chicago ( ORD MDW), Cincinnati (CVG, DAY), Cleveland (CLE, CAK), Dallas
(DFW, DAL), Houston (HOU, IAH), Los Angeles Basin (LAX, BUR, LGB), Miami (MIA, FLL), New York (LGA, JFK, EWR), San FranciBay/Area (SFO, OAK), Washington DC/Baltimore (DCA, IAD,
BWI), and Tampa (TPA, PIE). All other cities are individual airports. 6



Ticket Prices Are At or Near Their Historical Lows Notwithstanding the 110%
Increase in Jet Fuel Prices Since 1998 and Several Mergers

Real (Inflation Adjusted) Domestic Prices Per Mile, 1990 -2016
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Real domestic price per mile has declined | ]
~ by 40% since 1990 (and by36%including bag !
25 and change fees) i
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Sources: A4A; U.S. Department of Labor Bureau of Labor Statistics; U.S EIA.
Notes: 2016 Dollars. Prices are net of taxes and passenger facility charges. Real domestic price per mile is stage -length adjusted to 1,000 miles. Bag and change
fees are domestic unadjusted for distance.



D O T Maest Recent Quarterly Fare Report Finds Fares Are at
Historically Low Levels
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david smallen@dot.gov

4th-Quarter 2016 Air Fare Data
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** Inflation-Adjusted Air Fares
Fourth-quarter fares were the lowest fourth-quarter fares since BTS began reporting fares

m 1995, down 3.0 percent from the previous low of $357 in 2009 (Table 1). They were
the lowest for any quarter since $344 in the third quarter of 2009.
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Source: Bureau of Transportation Statistics, BTS Air Fares. Onzin and Destination Survey

BTS reports average fares based on domestic itinerary fares. Itinerary fares consist of
round-trp fares, unless the customer does not purchase a return trip. In that case, the one-
way fare is included. One-way trips accounted for 36 percent of fares calculated for the
fourth quarter of 2016. The average unadjusted domestic one-way air fare was $241 in
the fourth quarter of 2016, while the average unadjusted round-trip air fare was $422.
Fares are based on the total ticket value, which consists of the price charged by the
airlines plus any additional taxes and fees levied by an outside entity at the time of
purchase. Fares include only the price paid at the time of the ticket purchase and do not
include fees for optional services, such as baggage fees. Averages do not include
frequent-flyer or “zero fares.” Constant 2016 dollars are used for inflation adjustment.

Sources: U.S. DOT.



In an Increasing Number of City-Pairs, Consumers CanChoose from Full
Service Options on Global Network Carriers, Low Cost Options on Carriers
Such asJetBlue, and Even Lower Cost Options on ULCCs Such as Spirit

Round-trip Non -Stop Base Fare (Excluding Ancillary Fees) Distribution Between Boston and Cleveland
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Source: U.S. DOT DB1B Databas2016.



In ResponsetoSt r ong Demand ©®©oFaoboé&sboiddGsed
Global Network Carriers Have Introduced oBa s i ¢ E drareso my 0

@ United States | English MileagePlus: Sign in or join
Thu EWR - L|berty "}' ORD - O'Ha re ‘, Edit search
Jun g, 2017 New York/Newark, NJ, US Chicago, IL, US

Economy (lowest)

I Tue 6/6 Wed 6/7 Thu 6/8 Fri 6/9 sat 6/10 I (1) Fares are each-way, per person, based on a

roundtrip purchase and include taxes and fees.
$210 $210 $166 $166 $166 Additional bag charges may apply.

=== Show fare type comparison (@
— ; |
Detailed view | Basic Economy | Economy Economy First
(most restricted) (flexible) (2-cabin, lowest)
Depart = Arrive = Stops + Duration 1 - s s =
|
166 | 181 441 310
5:15 am 6:40 am  Nonstop  2h25m m P Details P Seatsl $ $ $ $
| Select ‘ 1 | Select | | Select | ‘ Select ‘
1 1
! $166 : $181 $441 $411
830am  9:52am  Nonstop  2h22m b Details b Seats | |
] Select ‘ 1 | Select | | Select | ‘ Select ‘
|
'}
| L)
1 $166 | - ‘ - x
9:05am  10:30am Nonstop  zhzsm Y PDetals b et I Please confirm that Basic Economy fits your travel
1 1 Basic Economy Economy
[ po— (most restricted)

Choose, change or upgrade seats’

Sit with your group or family’

Bring a full-sized carry-on bag on
board?

X | X X X

Change your flight®

A N N N

.g_lll:?f'

Earn Premier® qualifying credit and e
lifetime miles

[] Basic Economy warks for me

Source: United.com accessed on June 1, 2017 for outbound travel on June 8, returning on Tuesday June 12 . Lowest return fares priced at $166 (Basic Economy)

on 5:34 PM, 7:35 PM and 9:20 PM departures. 10



2. Rapid Expansion by LCCs and Other
Smaller Carriers Has Spurred Robust
Competition Putting Substantial
Downward Pressure on Airfares

11



Smaller Carriers Have Been Growing FarFaster Thanthe Four
Largest Carriers

Growth in Systemwide ASMs Since 2010
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Notes: ULCCs include Allegiant, Spirit and Frontier. Carriers include predecessor airlines.



The Geographic Penetration of LCCs/ULCCs/Smaller Carriers is Now Pervasive

Percentage of Domestic O&D Passengers with non -Global Network Carrier Options, 1998 vs. 2016

1998

||:| 0% to 25% [125%to50% [ |50%to75% M 75% to 100%

Sources: U.S. DOT DB1B and DB1A.
Notes: Domestic Passengers with norGlobal Network Carrier Options defined as passengers traveling in city-pairs where at least one non -Global
Network Carrier has at least a 5% O&D share. New York and New Jersey are grouped. District of Columbia, Virginia, and Maryland are grouped.
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Small Carriers with Low Cost Structures Have Captured Nearly All of the
Growth in Domestic Demand Since 2007 (Approx. 100,000 Passenger/Day)

Avq. Daily Domestic O&D Passengers and Market Share

Avq. Daily Domestic O&D Passengers and Market Share

(2007) (2016)
2007 Avg. Daily 2016 Avg. Daily
Passengers: Passengers:
1,312,290 1,409,682

28,060
2.1%

[ American

M Delta

M United

[ LCCs and Low Fare Premium Carriers
ULCCs

M Other Carriers

Source: U.S. DOT DB1B Database.
Notes: Numbers indicate average daily O&D passengers foreach carrier and their share of total O&D passengers. United includes Continental, Delta includes

Northwest, American includes US Airways. LCCs and Low Fare Premium Carriersinclude Southwest, JetBlue, Alaska, Hawaiian, Virgin America, Sun Country and
AirTran. ULCCsinclude Spirit, Allegiant and Frontier.
14



Smaller Carriers (Alaska, Spirit, JetBlue, etc.) Have Been Growing Rapidly

Share of Domestic O&D Passengers
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Sources: U.S. DOT DBI1B.
Notes: American, Delta, United and Southwest reflect merged carriers in all years.



Consumersodo Options to Choose from Cz¢
Network Carriers Have Increased Significantly Over the Past Two Decades

Proportion of Domestic O&D Passengers Traveling in City -Pairs With Options Other Than American, Delta or United

100%

0,
90% 859  85%  85% 850  86% 87%  87% 88%  88%  88%

82%
79%

0,
80% - 75% 8%

70% 2%

70%4 65%
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50% A

40% ~

30%

20% A

10% -

Percentage of Domestic Passengers with non
Global Network Carrier Options

0% -

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

B Options on Smaller Carriers @ Options on Southwest

Sources: U.S. DOTDB1B.

Notes: Domestic passengers. Global Network Carriers includes American, Delta, United, and their predecessors. Passengers with non-Global Network Carrier options are
passengers oncity -pairs where at least one non-Global Network Carrier has at least a 5% O&D passenger share. Airports in the following metropolitan areas are
grouped: Chicago (ORD, MDW), Cincinnati (CVG, DAY), Cleveland (CLE, CAK), Dallas (DFW, DAL), Houston (HOU, IAH), Los AngdBzsin (LAX, BUR, LGB), Miami (MIA,
FLL), New York (LGA, JFK, EWR), San Francisco/Bay Area (SFO, OAK), Washington DC/Baltimore (DCA, IAD, BWI), and Tampa (TPAER
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Rigorous Econometric Analysis Demonstrates That a Number of Carriersi
Including Southwestin Put Substantial Downward Pressure on Fares

An update of the BLS model demonstrates that, in

2016,

Sout hwestds
by more than 21%.

presence

The decline in the Southwest Effect in recent years is

primarily attributable to
A Rapid growth of other LCCs and ULCCs which has lowered overall
market fares nationally.

A Sout hwestds

carriers

-A

adopt

strategy

varyin
charging separately for ancillary services such as checked bags,
pre-selected seats, overhead space, etc.).

A Sout hwest ds
business passengers.

success |

of selling
g degrees

n captur.i

The results shows that a wide range of smaller (but
rapidly expanding) carriers also put substantial
downward pressure on global network carrier fares,

e.g.:
A Alaska 24.0%

A JetBlue 25.4%
A Spirit 18.5%

AThe original BLS report using data from YE-2008-Q2 had a Southwesteffect of 26.8% for All Fares.

Source Jan Brueckner,

Darin

Lee

and

Et han

Compr ehensi ve Hamamceaf Bansearthtiony Vol. 2 (1), 2013, p. 7.

Singer,

ng

Global Network

All Fares Carrier Fares
leg_ns2 -0.0187 -0.0315*
%).0133) (0.0154)
@l a I OUbue | @dver
IR {00329) (00340)__ _
' D(Alaska nonstop) -0.0944** -0.240** 1
_____________________ 00259 ____(00265) __|
D(Southwest nonstop) -0.217* -0.212*
(0.0275) (0.0180)
I'U(JEtBI'e nonstop) - 00665 T T T T 025457770
_____________________ (00384) __ __ (0.0214) __;
D(bpmt nonstop) -0.169** -0.185**
(0.0269) (0.0185)
D(Frontier nonstop) -0.0981** -0.0935**
(0.0233) (0.0199)
D(Sun Country nonstop) -0.106** -0.0938**
(0.0406) (0.0308)
Legacy adjacent nonstop -0.0124 -0.0347*
‘ A (001
D&IasLI!a adjacenl nogs'«ga) 0 f a [‘)301](@ S 0'312 I e
(0 ) 0.049,
f D(Souﬁhwest a%]acent nonLéItoB b u n QAg‘) € d dO 145 t ra
(0.0162) (0.0157)
D(JetBlue adjacent nonstop) -0.144* -0.164**
(0.0261) (0.0270)
D(Spirit adjacent nonstop) -0.0984** -0.106**
(0.9236) 0.9268) R
D@TontierI adjéker(t n(gstg)) r S h—O.@S?ﬁ* € 0( €677* h I g
(0.0271) (0.0269)
D(Sun Country adjacent nonstop) 0.00140 0.0137
(0.0366) (0.0404)
D(Allegiant adjacent nonstop) -0.236** -0.180*
(0.0644) (0.0726)
ltdist 0.297** 0.284**
(0.0106) (0.0115)
pop 0.00313 0.00728
(0.00394) (0.00408)
income 0.00387** 0.00401**
(0.00105) (0.00126)
tempdiff -0.00332** -0.00448**
(0.000527) (0.000628)
Constant 3.348* 3.464**
(0.0744) (0.0816)
Observations 5,668 5,576
Adjusted R-squared 0.817 0.724

** n<0.01, * p<0.05. Carrier fixed effects, quarterly dummies and
additional competition variables (connecting competition, potential

o Ai r | i n eompettionp \4rgin Amerisapresence anp Allegiart BONSLOP)US A r

suppressed. Standard errors clustered by market in parentheses.

Dependent variable: FYE 2016-Q2 natural log of fares .



Intense Competition from Low Cost and Smaller Carriers Has Kept Airline
Prices At or Near Their Historical Low Point

Real (Inflations Adjusted) Domestic Prices Per Milevs. Smal | er C a r Sharee 199062018 & D
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2015
2016

Sources: A4A; U.S. Department of Labor Bureau of Labor Statistics; U.S. DOT DB1B; U.S. EIA.
Notes: 2016 Dollars. Prices are net of taxes and passenger facility charges. Smaller carriers are all U.S. carriers except Global Network Carriers (American,
Delta, United, and their predecessors). Real domestic price per mile is stage -length adjusted to 1,000 miles. Bag and change fees are unadjusted for distance.
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Smaller U.S. Carriers Are Also Growing FasterThan the U.S. Global
Network Carriers on International Routes

Total International
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Source: OAG.

Notes: U.S. carriers only. Transatlantic defined as Europe, Middle East, Indian Subcontinent and Africa; transpacific is defined as Asia and Australia; Latin America defined as Mexico, Central
America, South America, and Caribbean countries. Total international capacity excludes Canada. Global Network Carriers includ e American, Delta, and United. Southwest includes AirTran.
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International Carriers Have Been Expandinginto the United States AsWell

Total International Transpacific
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Notes: Excludes U.S. carriers. Transatlantic defined as Europe, Middle East, Indian Subcontinent and Africa; transpacific is defined as Asia and Australia; Latin America
defined as Mexico, Central America, South America, and Caribbean countries. Total international capacity excludes Canada.
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3. Carriers Have Been Relentlessly Expanding into
Each Ot herso Hubs
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The Four Largest U.S. Carriers AggressivelyCompete Against One
Anotherd ncl udi ng at Each Ot hersod6 Hubs

% Capacity Growth Byt he Four Largest U. S. Carriers at Ot her Carr

ADELTA UNITED N

Competitorsd® Hi US.GDP Growth éJI.StGIDg (SBrowth

Competitorsd Hub

Seattle Atlanta @
Dallas/Ft.\Worth ® Miami @
Charlotte ® Salt Lake Citve
Denver @ Minneapolis/St. Paul @
San Francisco® @ Detroit @
Houston @ 0% 20% 40% 60% 80%
80% 100%  120%
; - L ]
AmericanAirlines “g_ Southwests
Competitorsd Hub ySicbp &é&nwth Competitorsd Hyb cBbp drdwths

Mew York @ @ @
Charlotte @
Dallas/Ft.\Worth @
Minneapolis/St. Paul @

Salt Lake City @
Atlanta @
Minneapolis/St. Paule
Seattle

Denver ® Houston @
Houston @ Los Angeles @ @
0% 20% 40% 60% 80% Miami ®
San Francisco ® @
® American Hub Southwest FocusCity 0% 504 100% 150% 200%
® United Hub Alaska Hub ' ' '
® Delta Hub ® Virgin America Hub

Source: OAG, World Bank.

Notes: *Capacity measured by ASMs. Airports in the following metropolitan areas are grouped: Chicago (ORD, MDW), Dallas (DFW, DAL), Houston (HOU,
IAH, EFD), Los Angeles Basin (LAX, BUR, LGB), Miami (MIA, FLL), New York (LGA, JFK, EWR), San Francisco Bay Area (SFO, Q&) Washington DC
(DCA, IAD, BW). Growth in real U.S. GDP from 2010 to 2017 using World Bank forecasts.



Smaller Carriers Have Been Rapidly Expanding Into Large Carrier Hubs

Increase in Daily Seats By Smaller Carriers at Large Carrier Hubs/Focus Cities, 2010 to 2017
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Source: OAG.

Notes: Airports in the following metropolitan areas are grouped: Chicago (ORD, MDW), Dallas (DFW, DAL), Houston (HOU, IAH, EFD), Los Angeles Basin
(LAX, BUR, LGB), Miami (MIA, FLL), New York (LGA, JFK, EWR), San Francisco Bay Area (SFO, OAK), and Washington DC (DCA, BAM).
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LCCsand Other Smaller Carriers Have Grown Rapidly at U.S Global Network
Car r i e rCeigs and Mdw Carry a Significant Share of Passengers at Those Cities
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Notes: Share of domestic O&D passengers on U.S. carriers other than American, Delta, United, and predecessor carriers. Airpor ts in the following metropolitan

areas are grouped: Chicago (ORD, MDW), Dallas (DFW, DAL), Houston (HOU, IAH, EFD), Los Angeles Basin (LAX, BUR, LGB), MidviA(FLL), New York (LGA, JFK,

EWR), San Francisco Bay Area (SFO, OAK), and Washington DC (DCA, IAD, BWI). 25



Hub-and-Spoke Networks Enable Scores of Itinerary Options For Travelers

Example d Itinerary Options Between St. Louis and San Francisco

) Type of Departure Arrival . Type of Departure  Arrival . Type of Departure  Arrival . Type of Departur  Arrival
Caurier Flight Time Time Carrier Flight Time Time Carrier Flight Time Time Caurier Flight e Time Time
1 American one-stop 5:00 AM 9:48 AM 46 American one-stop 7:18 AM  2:54 PM 91 Delta one-stop 11:58 AM 4:50 PM 136 American one-stop 4:10 PM 10:58 PM
2 United one-stop 5:15 AM 11:00 AM 47  United one-stop 7:25AM  11:49 AM 92 United one-stop 12:00 PM 4:04 PM 137 United one-stop 4:25PM 8:39 PM
3 United one-stop 5:15 AM 11:48 AM 48  United one-stop 7:25AM  1:04 PM 93 United one-stop 12:00 PM 4:54 PM 138 United one-stop 4:25PM 9:50 PM
4 Southwest one-stop 5:30 AM 10:10 AM 49  United one-stop 7:25AM  2:18 PM 94 American one-stop 12:43PM 7:47 PM 139 Delta  one-stop 4:48 PM 10:30 PM
5 Southwest one-stop 5:30 AM 10:15AM 50 American one-stop 7:45AM 12:14 PM 95 United one-stop 1:26 PM 6:30 PM 140 United one-stop 4:50 PM 9:50 PM
6 Southwest one-stop 5:30 AM 11:25AM 51 American one-stop 7:52 AM  12:46 PM 96 United one-stop 1:26 PM 9:07 PM 141 United one-stop 4:50 PM 11:36 PM
7 Southwest one-stop 5:35 AM 10:15 AM 52 American one-stop 7:52 AM  2:39 PM 97 Southwest one-stop 1:35 PM  6:30 PM 142 Southwest one-stop 5:05 PM  9:00 PM
8 Southwest one-stop 5:35 AM 10:25 AM 53 United one-stop 8:05AM 1:16 PM 98 Southwest one-stop 1:35 PM  6:45 PM 143 Southwest one-stop 5:05 PM 10:20 PM
9 Southwest one-stop 5:35 AM 11:40 AM 54 Southwest one-stop 8:05AM 2:10 PM 99 Southwest one-stop 1:35 PM  7:25 PM 144 Delta one-stop 5:08 PM 12:17 AM
10 Southwest one-stop 5:35 AM 12:10 PM 55 Southwest one-stop 8:05AM  2:15PM 100 Southwest one-stop 1:35 PM  8:15 PM 145 Delta  one-stop 5:08 PM 10:36 PM
11 Southwest one-stop 5:50 AM 9:35AM 56  United one-stop 8:05AM 2:52PM 101 Southwest one-stop 1:35PM  8:20 PM 146 Southwest one-stop 5:10 PM 12:05 AM
12 Delta one-stop 5:50 AM 9:40 AM 57  United one-stop 8:05AM  3:34 PM 102 Southwest nonstop  1:40 PM  3:45 PM 147 Southwest one-stop 5:10 PM  9:15 PM
13 Southwest one-stop 5:50 AM 9:45 AM 58 Southwest one-stop 8:20 AM 2:35PM 103 Southwest nonstop  1:40 PM  3:50 PM 148 American one-stop 5:25 PM 10:13 PM
14 Delta one-stop 5:50 AM 12:30 PM 59 Southwest one-stop 8:20 AM  2:40 PM 104 Southwest one-stop 1:50 PM  7:00 PM 149 American one-stop 5:25PM 11:46 PM
15 American one-stop 6:00 AM 10:49 AM 60  United one-stop 825AM 1:30 PM 105 Southwest one-stop 1:50 PM  7:05 PM 150 United nonstop 5:30 PM 8:01 PM
16 United one-stop 6:00 AM 11:12 AM 61  United one-stop 8:25AM 3:26 PM 106 Southwest one-stop 1:50 PM  8:45 PM 151 Southwest one-stop 5:40 PM 12:05 AM
17 United one-stop 6:00 AM 11:49 AM 62 Delta one-stop 8:42AM 2:20 PM 107 Southwest one-stop 2:00 PM  5:55 PM 152 Southwest one-stop 5:40 PM 10:10 PM
18 American one-stop 6:00 AM 12:46 PM 63 Southwest one-stop 9:00 AM 1:30 PM 108 Southwest one-stop 2:00 PM  6:05 PM 153 Southwest one-stop 5:40 PM 10:45 PM
19 United one-stop 6:00 AM 12:49PM 64 Delta one-stop 9:09AM 1:49PM 109 Southwest one-stop 2:00 PM  7:40 PM 154 Alaska one-stop 5:48 PM 11:31 PM
20 United one-stop 6:00 AM 1:.04PM 65 Delta one-stop 9:09AM  4:50 PM 110 Southwest one-stop 2:00 PM  7:45 PM 155 Southwest one-stop 5:50 PM 12:10 AM
21 United one-stop 6:00 AM 1:30PM 66  United one-stop 9:12AM  2:18 PM 111 Southwest one-stop 2:00 PM  8:00 PM 156 Southwest one-stop 5:50 PM 12:20 AM
22 American one-stop 6:05 AM 1:01PM 67 United one-stop 9:12AM  4:04 PM 112 Southwest one-stop 2:00 PM  8:15 PM 157 Southwest one-stop 5:50 PM  9:40 PM
23 Delta  one-stop 6:15 AM 10:57 AM 68 Southwest one-stop 9:15AM 1:45PM 113 Delta one-stop 2:00PM 10:30 PM 158 Southwest one-stop 5:50 PM 9:45 PM
24 Delta  one-stop 6:15 AM 1:49PM 69 Southwest one-stop 9:25AM 1:20 PM 114 Southwest one-stop 2:20 PM  6:45 PM 159 United one-stop 6:30 PM 11:40 PM
25 Southwest one-stop 6:20 AM 11:35 AM 70 Southwest one-stop 9:25AM 2:20PM 115 United one-stop 2:30PM 8:18 PM 160 United one-stop 6:37 PM 1:19 AM
26 Southwest one-stop 6:20 AM 12:20 PM 71 Southwest one-stop 9:25AM  2:35PM 116 Frontier one-stop 2:30 PM  8:50 PM 161 United one-stop 6:37 PM 11:36 PM
27 Southwest one-stop 6:20 AM 12:35 PM 72 Southwest one-stop 9:25AM 2:40PM 117 United one-stop 2:30PM 9:58 PM 162 Southwest one-stop 6:45 PM 12:15 AM
28 Southwest one-stop 6:20 AM 1:00PM 73 American one-stop 9:35AM  2:39 PM 118 Southwest one-stop 2:35PM 10:10PM 163 Delta one-stop 6:45PM 11:01 PM
29 Southwest one-stop 6:30 AM 11:20AM 74 American one-stop 9:35AM  2:54 PM 119 American one-stop 2:40 PM  6:37 PM 164 Southwest one-stop 6:45 PM 11:05 PM
30 Alaska one-stop 6:30 AM 12.05PM 75 American one-stop 9:35AM  4:39PM 120 American one-stop 2:40 PM  6:57 PM 165 Delta one-stop 6:45PM 11:36 PM
31 Alaska one-stop 6:30 AM 12:09 PM 76 American one-stop 9:35AM 5:03 PM 121 Southwest one-stop 2:50 PM  9:00 PM 166 American one-stop 7:15PM 11:46 PM
32 Alaska one-stop 6:30 AM 2:06 PM 77  United one-stop 10:00 AM 3:26 PM 122 Southwest one-stop 3:05 PM  8:15 PM 167 Delta one-stop 7:43PM 12:17 AM
33 Delta one-stop 6:32 AM 2220PM 78  United one-stop 10:00 AM 4:43PM 123 Southwest one-stop 3:05 PM  9:10 PM 168 Southwest one-stop 8:10 PM 12:10 AM
34 American one-stop 6:45 AM 12:29PM 79  United one-stop 10:00 AM 6:02PM 124 Delta one-stop 3:13PM 8:15PM 169 Southwest one-stop 8:10 PM 12:20 AM
35 American one-stop 6:45 AM 1:50PM 80 United one-stop 10:05AM 2:52PM 125 Delta one-stop 3:13PM 10:36 PM
36 United nonstop 6:55 AM 9:12 AM 81  United one-stop 10:05AM 3:34PM 126 United one-stop 3:15PM 9:07 PM
37 United one-stop 6:55 AM 11:48 AM 82  United one-stop 10:05AM 4:42PM 127 United one-stop 3:15PM 9:50 PM
38 United one-stop 6:55 AM 1:16 PM 83  United one-stop 10:05AM 5:54 PM 128 American one-stop 3:30 PM  8:23 PM
39 United one-stop 6:55 AM 252PM 84 Delta one-stop 10:15AM 6:00 PM 129 American one-stop 3:30 PM 10:13 PM
40 Southwest one-stop 7:05 AM 11:20 AM 85 Southwest one-stop 10:25AM 2:25PM 130 Southwest one-stop 3:45PM 8:15 PM
41 Southwest one-stop 7:05 AM 11:45 AM 86  United one-stop 11:30AM 4:42PM 131 Southwest one-stop 3:45PM 10:15 PM
42 Southwest one-stop 7:05 AM 1:.00 PM 87  United one-stop 11:30 AM 5:54 PM 132 Southwest one-stop  3:45 PM 10:25 PM
43 Southwest one-stop 7:05 AM 1:30PM 88  United one-stop 11:30AM 6:30 PM 133 Southwest one-stop 4:00 PM  9:00 PM
44 Southwest one-stop 7:05 AM 1:50 PM 89 American one-stop 11:35AM 4:39PM 134 American one-stop 4:00 PM 11:08 PM
45 American one-stop 7:18 AM 1:01 PM 90 American one-stop 11:35AM 6:13PM 135 American one-stop 4:10 PM  9:28 PM

Source: OAG for June 22, 2017 .

Notes: One-stop and nonstop options based on scheduled flights. Includes connections with a minimum and maximum connection time of 45 minutes and four hours, respectively,

and a maximum circuity (relative to great circle distance) of 1.5. San Francisco Bay Area includes SFO and OAK.
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Because of Hub-and-Spoke Networks, Eveno D-e&lubbedd Airports Remain
Well Connected
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Competitiveness at the Hub Airports Has Kept FaresLow

u On average, fares at hub airports are no Average Distance Adjusted Fare vs.
. . National Average
higher than at other airports .* 20.0% ;
u To the extent that some hub airports have 15.0%
higher fares than the national average,
this reflects service quality factors at 10.0%
hubs, including:
5.0%
A Non-stop service to a broader range of 1.3%
destinations, including many smaller 0.0% I L
communities that are more costly to serve 1.8%
due to lower passenger density. -5.0% '
A Higher flight frequency.
) _ _ -10.0%
A Greater mix of premium fare travelers
(i.e., passenger mix). 15.0%
-20.0%
Hubs Non-Hubs

Sources: U.S. DOT DB1B.
Notes: *Fare differences are measured against a distance adjusted national average fare, as described in Borenstein, Severin, ouU. S. Domestic 200K, 1
University of California, Berkeley, Jan. 2005. Top 50 U.S. cities by 2016 passengers. Hubs are for American (DFW, ORD, CLT, DCA, PHX, MIA, PHL), Delta (ATL, MIPTW,
SLC, LGA, JFK, SEA), United (IAH, EWR, SFO, DEN, LAX, IAD). Nbuabs include CMH, PIT, IND, SAT, STL, BNA, AUS, MSY, RDU, MBOU, SNA, SMF, MKE, BOS, HNL, RSW,
MDW, SAN, DAL, TPA, SJC, BWI, PDX, MCO, LAS, SJU, FLL, OAK, CLE.
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4. Service at Small Airports Has Been
Rebounding in Recent Years
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After Several Years of Decline Due to External Shocks That Severely Impeded the
Economics of Serving Small Communities, Capacity at Small Cities Has BeenGrowing

Daily Seats from U.S. Airports Excluding Large and Medium Hub Cities
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Source: U.S DOT T100, OAG.

Notes: Scheduled seats. All U.S. carriers. Excludes all cities with more than 0.25%o0f annual enplaned passengers in 2007.The following airports are grouped into cities: Chicago (ORD, MDW),
Cincinnati (CVG, DAY), Cleveland (CLE, CAK), Dallas (DFW, DAL), Houston (HOU, IAH), Los Angeles Basin (LAX, BUR, LGB), Mi@ldiA, FLL), New York (LGA, JFK, EWR), San Francisco/Bay Area
(SFO, OAK), Washington DC/Baltimore (DCA, IAD, BWI), and Tampa (TPA, PIE). All other cities are individual airports. 30



9/11 Resulted in a Permanent Drop in Demand for Short-Haul Travel by Air,
Impacting Smaller Airports

Percentage Change in Domestic O&D PassengersBy
Distance, 2007 vs. FYE 2001-02
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